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out to be rather an explanation of some controverted points in bank- 
ing theory and really simmers down to a discussion of the best means 
of avoiding suspension in time of special emergency — a matter which 
forms no part of banking theory, although of course dependent in a 
direct way upon it. Unfortunately, however, Mr. Hawtrey throws 
but little light on the issue, his main contributions to the discussion 
being critical rather than constructive — and on the whole rather con- 
ventional. 

The chapters which deal with the history of currency and credit 
(chiefly in England, with some reference to France and the United 
States) are clear and easy to follow, while those on current problems 
of war finance are generally well-informed and sound. Suggestions 
for the future are as vague and on the whole as timid as those to be 
found in most of the current literature on the subject. On the whole, 
however, Mr. Hawtrey leans strongly toward the view that credit has 
little real dependence on money and hence is in some sense an abstract 
or indefinite measure of value. He seems to favor the idea of^an 
index number or commodity measure of value but finally shies off 
from a direct recommendation regarding it. 

On the whole, this volume is an informing book and is probably 
worth the reader's while. There is a good deal in it that can be 
read with profit, though it is doubtful whether the peculiar mixture 
of history and theory which is characteristic of the book is a wise 
way of presenting the subject. Many of the chapters would be 
greatly enhanced in value if they had been more fully developed 
from the contemporary standpoint. This would, no doubt, have 
made the volume too long. It would have been improved by cutting 
out a good deal of the historical matter, or at all events compressing 
it, and presenting the rest as a discussion of problems in the re- 
establishment of currency and banking systems on a sound basis 
throughout the world. 

H. Parker Willis. 
Columbia University. 

Social Theory. By G. D. H. Cole. New York, Frederick 
A. Stokes Company, 1920. — iv, 220 pp. 

Of the various theories of social and economic reconstruction now 
proposed no other is more interesting or promising than guild social- 
ism. It presents to a considerable degree a synthesis or recapitulation 
of the more significant theories of social, economic and political re- 
form put forward during the nineteenth century. Of the advocates of 
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the adoption of this program, G. D. H. Cole is the acknowledged 
leader. Having presented in earlier volumes a concrete survey of the 
modern labor movement, an analysis of the nature of the guild social- 
ist program and a discussion of its relation to modern social problems 
and currents of social reconstruction, Mr. Cole, in the work under re- 
view, advances to an exposition of a general social philosophy which 
he regards as basic to guild socialism. " The Guild Socialist doc- 
trine ", he holds, " is far wider than industry, although it springs out 
of industrial conditions. It amounts in the last analysis to a complete 
social theory — to the social theory which I am putting forward in this 
book." 

Mr. Cole finds that " orthodox social theory is bankrupt : it neither 
corresponds to the facts of to-day, nor affords any help in interpreting 
the tendencies which are shaping a new social order within the old." 
He admits that his own theory is ahead of current social and economic 
institutions but justifies it on the ground that " the chief value of 
theory lies in helping men to act more intelligently in the present by 
giving them a power to grasp the principles which must go to make the 
future." The author takes as a starting point not the state or any 
other single association but an analysis of the universal principles of 
association " as they should be". He clearly defines at the outset the 
terminology which he employs throughout his work. The broadest 
term in social theory and the most inclusive social unit is a " com- 
munity ", which is a group to which people belong, as distinguished 
from an "association", with which people are connected for the 
achievement of a particular purpose , acting according to certain rules 
of common action. Society he holds to be the complex of organized 
associations and institutions within the community — the sum total of 
organized social structure. The key to his social theory is the princi- 
ple of function — the underlying and primary principle of social organ- 
ization. Too specific to be a suitable guide for individual ethics, it is 
the essential principle leading to the origin, unity, coherence and effi- 
ciency of human associations. Far the greater part of his book is 
taken up by a well reasoned plea for the comprehensive reorganization 
of society on the functional plan. A clear demarcation of the 
spheres of the various functional associations is required, for a fatal 
perversion of the functional principle occurs when two associations 
produce confusion by attempting to accomplish the same things, as 
well as when they pursue an anti-social aim. The worst perversion 
or rather denial of function today occurs in the economic structure 
of society. The exaggerated importance of economic considerations 
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at the present time is caused by the class conflict inherent in the cap- 
italistic industrial regime. Once the democratic functional principle 
is introduced into economic life, the economic factors will lose the 
dominant position they now possess. The Marxian interpretation of 
history and society holds good only in a diseased economic system. 

Nowhere is Mr. Cole's theory more destructive of orthodoxy than in 
his analysis of the state and political institutions. To him the state is 
not " a single unique entity existing in a circumambient void ",but at 
the best is only the greatest and most permanent association in society. 
As contrasted with a trade union, for example, it is territorial and in- 
clusive rather than vocational and selective. According to the guild 
socialist analysis the venerable pretension of the state to absolute sov- 
ereignty " falls utterly to the ground ", and with it the claim to a state 
monopoly over legislation and the use of coercive force. The function 
of the state is solely to regulate those matters which affect all the 
members of society about equally and in the same way — in other 
words, a political function in the conventional use of that term. It is, 
therefore, excluded from any control over the production of wealth 
and can legitimately operate in the economic sphere only in regulating 
the distribution and consumption of wealth. Nor can the state be re- 
garded as the supreme coordinating body of society. It represents 
part of all the members of the community but not all of their person- 
alities. The coordinating body must represent all of everybody and 
can be found not in *' any single association, but in a combination of 
associations, a federal body, in which some or all of the various func- 
tional associations are linked together." This federal body, repre- 
sentative of a functionally organized society, will replace the state, not 
only as the supreme repository of coordinating power and coercion 
but also as the controlling factor in international relations. It will be 
rather a court of final appeal than a legislative body, for legislative 
power will be given over to the state, within its limited sphere of legit- 
imate activity, and to all other functional associations with respect to 
their specific needs and interests. It is quite impossible to agree with 
Montesquieu's dictum that governmental power can be divided by 
stages— legislative , executive and judicial. It can be divided only ac- 
cording to the principle of function. Along with Hegel's theory of the 
state, Burgess's theory of sovereignty and Montesquieu's theory of the 
tripartite division of governmental powers, there also goes into the 
limbo of political fallacies and anachronisms Rousseau's notion of 
representation. No man can represent another man or another group 
of men, nor can he make his will representative of the wills of others. 
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But if a man cannot represent persons, he can represent purposes, and 
the specific and purposive functional type of representation alone 
makes this possible. Further, the functional principle of representa- 
tion gives a better assurance of democracy and efficient leadership by 
keeping the representative in close touch with the group which has 
selected him, while at the same time saving him from the deadening 
and paralyzing status of the instructed delegate. Again, the functional 
organization of society will do more than anything else to eliminate 
that chief demoralizing force in modern political life — the lack of 
popular interest in public matters. Functional representation also 
implies the elimination of the present type of parliamentary govern- 
ment. " Real democracy is to be found, not in a single omnicom- 
petent representative assembly, but in a system of coordinated func- 
tional representative bodies." Finally, true personal and social liberty 
can be realized and perfectly harmonized only in a society completely 
reorganized on a functional basis. 

The rapid changes in civilization bring a corresponding alteration in 
the functions of associations, but as habit resists changes, this prevents 
a ready and automatic readjustment of associations and institutions to 
function and produces maladjustment and the atrophy of institutions. 
Yet it is inevitable that in a dynamic society the atrophied institutions 
from the past will coexist in juxtaposition with the growing institutions 
of the future. It is because society today is choked with these atro- 
phied institutions that the smooth and orderly working of social organ- 
ization is impossible. " Society today is, indeed, a ' big. booming, 
buzzing confusion,' and it will continue to be impossible to clear this 
confusion away until we realize that its causes lie in our ignorance of 
the most essential conditions of successful association — the principles 
of democratic functional organization and democratic representation 
according to function." 

To attempt to criticize this daring reconstruction of social and polit- 
ical theory would be quite impossible within the space available. Mr. 
Cole can be given credit for having carried through his thought from 
the assumed premises with logic, courage and consistency. To those 
who still adhere to the principles of Austin , Bluntschli and Burgess the 
work of Mr. Cole will be anathema. To more advanced thinkers, 
whether guild socialists, administrative syndicalists or- advocates of 
representation through professions or vocations, his doctrines will be 
regarded as the words of a prophet. It can safely be predicted, how- 
ever, that irrespective of whether guild socialism is widely adopted, 
Mr. Cole's book will remain an important landmark in the history 
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of political theory. It is, perhaps, the best brief synthesis which 
has yet been presented of the newer points of view in political theory. 
It is a significant fact, however, that though this book will appear even 
savagely revolutionary to conventional political theorists, its premises 
and general philosophy have been sociological commonplaces for a 
generation. This is an eloquent commentary on the degree to 
which political theory has lagged behind general sociological thought. 
It is to be regretted that the book is marred by careless proof- 
reading, which in some cases has destroyed the sense of the passage, 
as, for example, " cure " for " case " (page 13), " the " for " and " 
(53), "useful" for " useless " (82), "involves" for "requires' 
(137), "start" for " state" (156). 

Harry Elmer Barnes. 
Clark University. 

Parliament and Revolution. By J. Ramsay Macdonald. 
New York, Scott and Seltzer, 1920.— 180 pp. 

The fair hopes of the fathers of modern democracy have not been 
fully realized. Universal suffrage has not proved to be a universal 
panacea; it has not purged society of all its inequalities and injus- 
tices. On the contrary, its progress has been accompanied by the 
growth of swollen fortunes, the rise of the capitalist press, the evo- 
lution of the party boss and other things equally undemocratic. In 
all countries revolutionary groups have arisen, proclaiming that 
political democracy has failed and that there is no health in it, that 
the conditions essential to its success do not exist and cannot be 
secured within the present social and political framework, that only 
revolution can effect the necessary changes in the nature of society 
and the state. 

Mr. Ramsay Macdonald's Parliament and Revolution is a social- 
ist's defence of the parliamentary as opposed to the revolutionary 
method of reform. He agrees with revolutionists that parliamentary 
democracy operating in a capitalist society is capitalist. " Capital- 
ism ", he says, " assuming that majorities are passive and accept the 
thoughts and the wills of minorities, pursues a political policy of 
subjection which it carries on by reason of its wealth and its eco- 
nomic control of the existing order. . . . We have now the dictator- 
ship of the capitalist." But it does not follow, in his opinion, that 
the best remedy is the dictatorship of the proletariat. He objects to 
labor " arming itself from capitalist arsenals ". He is afraid of the 
dictatorship of the proletariat not because it is proletarian but be- 
cause it is dictatorial, because it means repression, censorship, coun- 



